
















































































































































MAP 2 
Taconite Tax Relief Area 

Source: Minerals Tax Division, Minnesota Department of Revenue. 
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housing or commercial-industrial property on the Iron Range) and to 

owners of certain property values (i.e., proportionately more aid is 

returned to owners of homes of low or medium value). If the taconite 

homestead credit were eliminated and all funds allocated to it were 

placed in funds that go to the local taxing jurisdictions instead of 

to homeowners, then the tax relief provided would be distributed to 

all taxpayers' property holdings (assuming the money was used for tax 

relief purposes). The current practice, however, has been supported 

as a matter of local discretion, i.e., since local governments decide 

how to spend their property tax dollars, so should Iron Range 

communities be permitted to decide how to spend their in lieu of 

production tax revenues. 

This practice of providing both the state homestead and taconite 

homestead credits to Iron Range homeowners has resulted in residen­

tial property taxes that are quite low in comparison to other regions 

of the State. For example, in its 1983 evaluation of property tax 

relief programs in Minnesota·, the Office of the Legislative Auditor 

found that the taconite homestead credit, in combination with the 

state homestead credit, reduces gross residential taxes in the six 

taconite counties by 58 to 78 percent, a reduction that is greater 

than that found in any other region of the State (with the exception 

of Mahnomen County in Northwestern Minnesota).46 

The variation in property tax.levels across Minnesota will be 

examined in the Tax Study Commission's upcoming study of the property 

tax. The focus here is on the non-local ramifications of the 

taconite homestead credit. 
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As previously mentioned, both the amount of the taconite 

homestead credit and the geographic area eligible to receive the 

credit has expanded considerably since the program's inception in 

1969. In 1970, the program cost about $1.0 million; by 1979, its 

cost had climbed to $9.2 million, and it reached $17.6 million in 

1983 (unadjusted for inflation) .47 Its cost should continue to 

rise in the future since the maximum credit automatically increases 

by $15 per year. 

As originally enacted, the program was funded by a dedicated 

portion of the production tax revenues (viz, the taconite property 

tax relief account) on a prorata basis. If in any year the balance 

in the relief account was less than the specified amount of property 

tax reduction to be given, such amount was reduced proportionally so 

that the amount of tax relief granted equalled the available reve­

nues. 48 

This method of balancing was eliminated in 1978 and replaced by 

a system, whereby if during any year, the relief account had 

insufficient funds to pay the specified amount of property tax 

relief, the required revenues could be drawn from the Northeastern 

Minnesota Economic Protection Trust Fund (the 2002 Fund).49 Thus, 

the taconite homestead credit was no longer restricted to available 

revenues. It was now guaranteed by a fund whose original purpose, 

when it was established in 1977, was to " ... be devoted to economic 

rehabilitation and diversification of industrial enterprises ... " and 

funds were not to be expended for such purpose prior to January 1, 

2002.50 
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In the first special session of 1981, the Legislature made this 

same fund available for another property tax-related purpose. An 

earlier (1977) provision of the law had already provided a "plant 

shutdown guarantee" such that if production tax distributions to 

cities, counties, and school districts were reduced due to a plant 

shutdown, the amount of their production tax payments in the last 

full year prior to shutdown would be guaranteed for two years 

following the year of shutdown. 51 This guarantee was funded by the 

Taconite Environmental Protection Fund, but effective 1982, it became 

equally funded by both the Environmental Protection and Economic 

Protection Funds.52 

During the 1984 legislative session, it became apparent that, 

even with its statutory draw on the Economic Protection Fund, the 

taconite property tax relief account was facing a deficit in F.Y. 

1985 and beyond. Moreover, the two statutory draws on the Economic 

Protection Fund could substantially reduce its corpus and thus lead 

it to eventual bankruptcy. Therefore, in an effort to maintain the 

existing level of homestead tax relief on the Iron Range while 

preserving the integrity of the Economic Protection Fund, the 1984 

Legislature took two major actions: 

1) it put the "plant shutdown guarantee" on a sliding scale 

such that production tax distributions to taconite 

comm uni ti es affected by sh·utdowns would decline somewhat as 

the level of production declined, thus reducing the size of 

a potential draw on the Economic Protection Fund;53 and, 
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2) it reversed the order in which the taconite homestead and 

state homestead credits were subtracted from the property 

tax due, such that the taconite homestead credit is now 

taken after first deducting the state homestead credit.54 

As illustrated in Table 7, the effect of this switch in the 

subtraction sequence is to increase that portion of the total 

property tax reduction paid by the state credit and to decrease that 

portion paid by the taconite credit, while maintaining the same level 

of tax relief to the homeowner (i.e., no increase/decrease in the net 

tax due). By shifting a larger portion of the total cost to the 

State, it was then possible to reduce the amount of production tax 

revenue dedicated to the taconite property tax relief account (from 

25.75 cents per ton to 17.75 cents per ton), and to eliminate the 

account's projected deficit and projected drawdown on the Economic 

Protection Fund. This made those monies that were formerly earmarked 

for property tax relief purposes available for deposit in the 

Economic Protection and Environmental Protection Funds. 

As illustrated in Table 8, the cost of this action is picked up 

by the state homestead credit program, which is financed by general 

fund revenues that are largely raised by the individual income and 

sales taxes. For a given market value and levy, Table 8 shows the 

respective contribution of the state homestead credit and the 

taconite homestead credit toward the same net property tax bill. 

Colmnn 10 shows the net increase in state paid homestead credits due 

to the 1984 change in the law. 
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TABLE 7 

Calculating the Iron Range Homestead 
Property Tax Bill under Alternative Treatment 

of the Taconite Homestead Credit 

Assume: Owner-occupied residential property with estimated market 
value of $65,000. Taxes levied at rate of 125 mills. Home-
stead property located within boundaries of municipality meeting 
the qualifications of M.S. 273.134 and qualifying for the taconite 
homestead credit at the 66% rate. 

Estimated market value 

Assessed Value 
< (17% * $30,000) + (19% * $30,000) 

+ (30% * $5,000)> 

Property Tax Levy 
(0.125 * $12,300) 

Property Tax Bill Under 1977 Law 
(Taconite Homestead Credit taken 
before State Homestead Credit) 

Tax Levy 

Taconite Homestead 
Credit (66% of Levy 
up to $490 Maximum) 

State Homestead 
(54% of Net Tax up to 
$650 maximum) 

NET TAX DUE 

$1538.00 

490.00 

566.00 

$ 482.00 

Significance of Subtraction Order: 

Amount Paid by 
Property owner 

Amount Paid by 
Taconite Production 
Tax Revenue 

Amount Paid by 
State General 
Fund Revenue 

1977 Law 

$482.00 

$490.00 

$566.00 
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$65,000.00 

$12,300.00 

$ 1,537.50 

Property Tax Bill Under 1984 Law 
(Taconite Homestead Credit taken 

after State Homestead Credit) 

Tax Levy 

State Homestead 
Credit (54% of Levy 
up to $650 Maximum) 

Taconite Homestead 
Credit (See Table 6 
for calculation) 

NET TAX DUE 

1984 Law Effect 

$1538.00 

650.00 

$ 406.00 

$ 482.00 

$482.00 No Change 

$406.00 Reduced by $84 

$650.00 Iner eased by $84 
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TABLE 8 

Estimated Impact or Changes In The Subtraction Sequence or the Taconite Homestead Credit 
And State Homestead Credit 

Errective 1985 

2 3 4 5 6 7 8 9 
Current Law** Prior Law*** 

Taconite Taconite Change in 
Homestead Homestead Tax Homestead Homestead Tax Individual 

Levy* Credit Credit Bill Credit Credit Bill Tax Bill 

$ 425 $230 $129 $ 66 $281 $ 78 $ 66 0 

638 344 194 100 421 ll7 100 0 

875 473 225 177 490 208 177 0 

1126 608 225 293 490 343 293 0 

1350 650 304 396 490 464 396 0 

1725 650 490 585 490 650 585 0 

2100 650 490 960 490 650 960 0 

*Assumes tax rate or 125 mills. 

10 

Change in 
State 

Hstd Payments 

+ $152 

+ 227 

+ 265 

+ 265 

+ 186 

0 

0 

**Taconite homestead credit applied arter statewide homestead credit; 1984 taconite homestead tax rormula (see Appendix A). 

***Taconite homestead credit applied berore statewide homestead credit; pre-1984 taconite homestead tax 
rormula or 66 percent or levy up to a maximum or $490. 



Estimates from the Department of Revenue show that reversing the 

subtraction order of the credits permitted the distributions to the 

taconite property tax relief account to be reduced by about $18.6 

million over the F.Y 198S - 1987 period, and eliminated the need to 

withdraw about $8.2 million from the Economic Protection Fund for 

purposes of relieving insufficiencies in the relief account. In 

total, it made available approximately $26.8 million in production 

tax revenues that could now be distributed to the Economic and 

Environmental Protection Funds and potentially to other recipients of 

production tax revenues.SS In turn, the cost of the state 

homestead program was increased by $26.8 million through F.Y 1987. 

This rearrangement of the credits results in the de facto 

partial funding of the taconite homestead credit program by state 

taxpayers (or, because it also preserves the integrity of the 

Economic Protection Fund, it could be viewed as a state subsidy to 

such Fund). The cost of this implicit subsidy will increase if more 

homes in the Iron Range reach the $6S0 maximum for the state 

homestead credit or if that maximum is increased in the future. 

In summary, this analysis shows that, for purposes of property 

tax relief, production tax revenues are not treated in a like manner 

as property tax revenues elsewhere in Minnesota. Not only are 

production tax revenues used to provide special tax relief to one 

class of property (residential homestead property), but, as of 198S, 

the cost of providing that additional relief is partially shared by 

taxpayers statewide. 

-S7-



2. State Education Aids 

Minnesota's complex system of public school finance includes 

three types of state aid to school districts: foundation aid, 

categorical aid, and tax relief aid. The foundation aid program is 

the heart of the state aid system in that it provides general funding 

for public school operating costs through a system of shared state 

and local finance. Its purpose is to assure that: (1) all districts 

have the financial resources necessary to operate educational 

programs; and, (2) the tax burden for school support is distributed 

equitably based on the school district's collective ability to pay. 

The State also provides schools with various special purpose or 

"categorical" aids, and with various tax relief aids that either 

provide tax relief or compensate for the presence of in the district 

of certain types of tax-exempt properties. In general, tax relief 

aids are deducted from both local levies and state foundation aids, 

so that districts receiving these aids do not have excessive funds 

available beyond the amount provided by the foundation aid formula. 

One type of tax relief aid provided to Iron Range school dis­

tricts is taconite production tax revenue. A portion of such revenue 

is distributed to 22 school districts in Northeastern Minnesota and 

is used to reduce both their local levies and foundation aids. In 

analyzing the relationship between taconite revenues and foundation 

aids, this section first describes Minnesota's foundation aid program 

in simplified form. 

Basic foundation aid is one of several components in the state 

foundation aid program. It provides a certain amount of revenue to 

each district through a combination of state aids and local property 
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tax levies. The basic foundation aid program guarantees that each 

mill of local property tax effort will raise a uniform amount of 

revenue per pupil unit in each district. 

For example, for school year 1984 - 1985, all school districts 

are guaranteed basic foundation revenue in the amount of $1,475 per 

pupil unit (the guaranteed sum). In arriving at this sum, all 

participating school districts must levy a tax of 24 mills on all 

taxable property in their district (the local contribution) .56 The 

difference between the guaranteed sum and the local contribution is 

the amount of state-paid basic foundation aid that will bring each 

school district up to the guaranteed sum. 

In general, those districts with low property valuations receive 

a larger portion of their basic foundation revenue from foundation 

aid because their basic maintenance levies raise a smaller amount of 

property tax revenue. If a district's basic maintenance levy raises 

an amount equal to or greater than the formula allowance (i.e., the 

$1,475 (x) the number of per pupil units), then the district receives 

no basic foundation aid and "goes off the formula". 

As previously discussed, Minnesota's taconite production tax is 

levied in lieu of property taxes on taconite mines, plants, and ore 

reserves. A certain portion of the production tax revenue is 

deposited in the School District 6. Cent and 23 Cent Funds (see Table 

2). Monies from the 6 Cent Fund are returned to school districts in 

which mines and concentrating plants are located, and monies from the 

23 Cent Fund are shared by all school districts in the statutorily­

def ined taconite relief area. Because these monies (hereafter 
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referred to as taconite revenues) represent in lieu of property tax 

revenues, it follows that some portion of this revenue should be 

counted as part of the local contribution. 

Prior to 1976, however, taconite production tax distributions 

were not included in the definition of locally raised revenues. By 

ignoring their in lieu of property tax revenue, Iron Range school 

districts were able to receive more foundation aid (and make a 

smaller local contribution) than districts with similar taxing 

capacities elsewhere. State law has gradually been amended such that 

taconite revenues are now used to reduce both the local levy and 

foundation aid. The amount subtracted from the district's local levy 

is the greater of: (a) 50 percent of the taconite revenues received 

in the previous fiscal year; or (b) a formula-computed percentage of 

the taconite revenues that may be somewhat higher than 50 per­

cent.57 In no case, however, can the taconite school district's 

basic maintenance levy be reduced below 12.5 mills. The remainder of 

the district's taconite revenues are subtracted from its basic 

foundation aid entitlement. 

At first glance, it may appear that these provisions have 

equitably distributed the tax burden for taconite school support 

based on their collective ability to pay. However, a closer analysis 

shows that taconite school districts are actually at a relative 

advantage to non-taconite school districts for purposes of state-paid 

foundation aid, given that the taconite district's property and 

production tax base approximately equals the non-taconite district's 

property tax base. Consider the following example58: 
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Assume two school districts. A and B: 

• District A contains a manufacturing plant, which, if its 

assessed value is levied at 24 mills, would produce $100,000 

in property taxes. District B contains a taconite mine and 

plant that is exempt from the local property tax. It 

receives $100,000 in taconite production tax revenues. 

• For purposes of school finance, District A has a taxable 

property value, such that if levied at 24 mills, it would 

produce $500,000 in property tax revenue (i.e., $100,000 

from its manufacturing plant and $400,000 from its remaining 

tax base). District B has a lower valuation since its taco­

nite facilities are tax-exempt. Against a 24 mill levy, its 

tax base would produce only $400,000 in revenues. However, 

adding in its production tax revenues of $100,000 gives it a 

tax base that also produces $500,000. Thus, A and B are 

school districts of equal revenue-raising abilities. 

Also Assume: 

• A and B have the same number of per pupil units; given the 

state formula allowance, each is guaranteed Basic Foundation 

Revenue of $750,000. 

• Both A and B have determined that their total expenditure 

requirement is $1,000,000; therefore, they need revenues of 

$1,000,000. 
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Ask, how do A & B raise the required revenue, given the State's 

foundation aid formula where: 

Basic Basic Local 

Foundation = Foundation Contribution 

Aid Revenue 

Then, for District A (Manufacturing Plant): 

Compute 
Local 

Contribution 

Compute 
Aid 

Fund Sources 
For Budget 

24 mills (x) Taxable Value of Plant 

24 mills (x) Taxable Value of Other Property 

LOCAL CONTRIBUTION 

Aid = 

Aid = 

$500,000 

250,000 

$750,000 

$750,000 

250,000 

$1,000,000 

$750,000 - $500,000 

$250,000 

Basic Maintenance Levy 

State Foundation Aid 

GUARANTEED SUM 

and 

An Additional Local Levy 

TOTAL REVENUE 

For District B (Mine & Plant): 

Compute 
Local 

Contribution 
24 mills (x) Taxable value 

Can reduce levy by 50% of taconite revenues 

TAXES FROM BAS IC MAINTENANCE LEVY 

Must count 50% of Taconite Revenue 
as part of Local Contribution 

LOCAL CONTRIBUTION 
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$100,000 

400,000 

$500,000 

$400,000 

(50,000) 

$350,000 

50,000 
$400, 000 



Compute 
Aid 

Adjust 
Aid 

Fund Sources 

For Budget 

Cost to Local 

Aid = $750,000 

Aid = $350,000 

$400,000 

Must Use remaining 50% of taconite 
revenues to reduce foundation aid 

STATE FOUNDATION AID 

Use taconite revenues to replace the aid 

TOTAL 

$350,000 

50,000 

300,000 

50,000 

$750,000 

$750,000 

250,000 

$1,000,000 

and 

Basic Maintenance Levy 

Taconite Levy Replacement 

State Foundation Aid 

Taconite Aid Replacement 

GUARANTEED SUM 

An Additional Local Levy 

TOTAL REVENUE 

$350,000 

(50.000) 

$300,000 

50,000 

$350,000 

District A 
( manuf act ur i ng pl ant) 

$ 750,000 

District B 
(mine and pl ant) 

$ 600,000 

Taconite Contribution 
(another Cost to Local) NA 100,000 

Cost to State $ 250,000 $ 300,000 

TOTAL REXJUIRED REVENUE $1,000,000 $1,000,000 

Note that Taconite School District B receives $50,000 more in 

state-paid basic foundation aid and contributes $50,000 less from its 
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two sources of local revenue, even though Districts A & B have equal 

revenue-raising abilities. This disparity will increase if a taco­

nite district can use the computed ratio (instead of the 50% rate) to 

lower its levy and in school year 1984 - 1985, two-thirds of the Iron 

Range school districts reduced their levies by 53 to 64 percent. 

Going back to our example, if District B reduced its levy by 64 

percent of its $100,000 in taconite revenue, it would receive $64,000 

more in state foundation aid and contribute $64,000 less in local 

revenues. If, instead, District B were required to count 100 percent 

of its taconite revenues as part of its local contribution, than both 

A & B would contribute $750,000 in local revenues and both would 

receive $250,000 in state foundation aid. For purposes of state 

basic foundation aid, both A & B would now be treated identically. 

However, in order to finance their $1,000,000 budgets, each 

district has to raise an additional $250,000 in property taxes. 

District A presumably does this at a lower mill rate than B since its 

tax base has higher valuation. Therefore, an argument can 

legitimately be made that B should receive more state foundation aid 

and use something less than 100 percent of its taconite revenues in 

making its local contribution since part of its property tax base is 

tax-exempt. While that argument is not without merit, there are two 

other distributions of production tax revenues that also provide some 

compensation to District B. First, certain production tax revenues 

are deposited in the School Index Fund (see Table 2). If B levies a 

referendum levy of at least two mills, it will receive from the Index 

Fund an amount equal to the difference between the revenue raised by 

its two mill levy and the guaranteed sum of $150 per pupil unit.59 

Secondly, the taconite mining companies are allowed a credit against 
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the production tax for payment of taxes for bonds issued by a school 

district and for interest thereon. The amount of the credit is 

limited to four cents per gross ton.60 District B can use this 

money to reduce its levy for servicing its outstanding bonded debt. 

In summary, this analysis has demonstrated that, for purposes of 

determining state basic foundation aids, production tax revenues are 

not treated in a like manner as property tax revenues elsewhere in 

Minnesota. Although this analysis has not examined all the nuances of 

Minnesota's school aids system, it appears that the current treatment 

of taconite production tax distributions to school districts can un­

derstate their collective ability to pay. Since state foundation aid 

is intended to meet the current operating costs of schools, the 

percentage of taconite revenue used to reduce state aid should re­

flect the ratio of a district's non-maintainance levies (levies the 

proceeds of which are used for non-current operating expenditures) to 

its total levy. Thus, if such ratio was 63%, than 63% of its taco­

nite revenue should be used to reduce state aid and the remainder to 

reduce its local levy (just the opposite of how it is currently 

handled). Use of this ratio as proxy for determining the taconite 

revenue's relative contribution to reducing foundation aid versus 

local tax effort would assure that those districts whose non-main­

tenance levies are a greater share of their total levy would get 

relatively less state aid, while those whose non-maintainance levies 

are a smaller share of total wou1a·get relatively more state aid. 

Therefore, in response to the issue of the treatment of 

production tax distributions for purposes of determining both state 

homestead credits and basic foundation aids, the following can be 

concluded: 
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the recent reversal in the order in which the taconite 

homestead credit and state homestead credit are subtracted 

from gross residential property taxes on the Iron Range has 

the effect of shifting a greater portion of the total cost of 

these two programs to the State, thus resulting in the de 

facto partial funding of the taconite property tax relief 

program by taxpayers statewide. By subsidizing the cost of 

the taconite relief program with state general fund revenues, 

the level of tax relief provided to Iron Range homeowners can 

remain unchanged, and production tax revenues that were 

formerly dedicated for tax relief purposes can now be 

deposited in the Taconite Environmental Protection and 

Economic Protection Funds. Without the reversal in the 

credits, it would have been necessary to reduce the taconite 

homestead tax relief program or to fund it with transfers 

from the Economic Protection Fund. 

• at present, the special property tax relief that is provided 

to homeowners on the Iron Range is not limited to the avail­

able production tax revenue in the property tax relief ac­

count. Instead, this account has an open and standing draw 

on the Economic Protection Fund. In a period of low growth 

or declining production tonnage, the revenues generated by 

the production tax are likely to be insufficient to fund the 

mandated increases in the level of property tax relief. This 

may necessitate the use of the statutory drawdown at a time 

when using the Fund for economic development purposes is more 

important than ever. Although the change in the subtraction 

sequence for the taconite homestead credit alleviated this 
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fiscal pressure, it did so at a cost to all state taxpayers. 

If the Iron Range is facing a period of long-term decline, a 

more realistic solution may be to return the taconite proper­

ty tax relief program to a prorata basis, whereby the level 

of tax relief equals available revenues. This would also en­

hance the economic diversification purpose of the Economic 

Protection Fund. 

• the current system of shared state and local public school 

finance allows taconite school districts to make smaller 

local contributions (and receive greater state-paid basic 

foundation aid) than non-taconite school districts elsewhere 

whose property tax bases are of similar capacity to the 

combined production and property tax bases of the taconite 

districts. Since the production tax is in lieu of the 

property tax, its revenues should be treated for purposes of 

determining state foundation aid in a like manner as that 

used for property tax revenues. 

• although the distribution of production tax revenue is 

primarily a spending and not a tax issue, current practices 

have important non-local implications for state spending and 

thus, state revenue raising. At present, the production tax 

does not appear to be a neutral in lieu of property tax; 

instead, it shifts certain local costs to state taxpayers 

without the benefit of an explicit state spending decision. 

-67-



I 

°' 00 
4 I 

APPENDIX A: SUMMARY OF OCCUPATION TAX COLLECTIONS, AND 

CALCULATION OF THE M.S. 298.40 LIMITATION 

OCCUPATION TAX 

1980 1981 1982 

Tax Due without 
M.s. 298.40 limit 15,910,944 17,175,966 6,200,496 

(1) Tax in Excess of 
M.s. 298.40 Limitation 

(not collected) (2,103,345) (4,468,413) (2,852,661) 

Net Occupation Tax Due 13,807,599 12,707,553 3,347,835 

(2) Tax Applied to Prior Year 
M.s. 298.40 Credits 
(not collected) -0- (1,335,265) (3,347,835) 

Actua1·Tax Collected 13,807,599 11,372,288 -0-----·. 

1983 

11,401,855 

(4,016,073) 

7,385,782 

( 4' 99.9' 484) 

2,386,298 
-- ··----
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Mail to 

MINNESOTA DEPARTMENT OF REVENUE 
MINERALS TAX DIVISION 

612 Pierce Street 
Eveleth, Minnesota 55734 
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PRODUCTION TONS 

LAKE ERIE VALUE • 

Occupation Tax Under 
1963 Laws 

. . . . . . . . 

Occupation Tax Under 
____ Laws 

. . . . . . . 
L~~ s ·shrinkage ( if documented) (1) '.l:i:i:::::i:::i!ill!l:i:l:l:i!l!i!!:::: 
Adjusted Lake Erie Value. • • • • ~·-!•__!.•__!.•_.:._.!..-!.._.J.-~-----~.;J....--~--------1t::li~~~~~~ 
Beneficiation - Labor • • • • 

Supplies ••••••• 
Depreciation. • • • • 
Interest ••••••• 
All Other Costs 

Transportation { 2) . . 
. Marketing ( 2) • • • • 
Marine Insurance~(2) ..•.... 

. . 
. . . 

,,__ _____ --I . . . . . 
Sales ~d Use T~ • • • • • • • • • • L~~~~~~~~~~~·~·~·~~~~~~~~~~~~~~ 
Total Nonstatutory Deductions • • • • • 1---------1 • • • • • .• • 1--------a 

VALUE OF ORE AT MOUTH OF MINE ............. ______ _. ............................................... ...,,...., ........... .....-;-4_ 

Development • • • 
Mining - Labor •••.• 

. . ,,__ _____ --I • • • • • • • ...._ _____ ~ 

Supplies • • • 
Depreciation (mine plant and 

motorized equipment) 
Administrative. • • • • • • 1---------t 

Miscellaneous Costs 
Royalty • • • • • • 
Taconite Production Tax (3} 
Total Statutory Deductions. 

TAXABLE VALUE • 

Apply Rate of Tax 

OCCUPATION TAX BEFORE CREDITS 

Labor Credit. • • • • • • 
Research Credit • • • • • • 
Pollution Control Credit. 

NET OCCUPATION TAX. 

ROYALTY TAX . . . 

• • •. '----------f 

. . ~ . . . . 

. :t--------1 
• • 1--------L 

. . . . . • • 1--------1: 

. ...... ......__ _____ _. 

12% 15% 

• • '1---------t 

• • • • '--------1 

• • • '--------1 

SALES TAX • . . . ~\\\\\~ • • • 1--------i 

TOTAL TAXES FOR LIMITATION. 

1. Laws of 1963 - Actual (documented) shrinkage 
allowed to maximum of ~%. 
Current year (1974 - 1976) - same as above. 

(1977 - 1982) -Absolutely no shrinkage. 
2. Reduce by same % allowable for number 1. 
3. Laws of 1963 - Decuct Total production tax paid. 

Current year - (1974 - 1976) - same as Laws of 1963. 
(1977 - 1982) - .25~ per ton deduction 
allowable on Taxable Tons from the 
Production Tax Report (M.S. 298.03 (6X). 
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1982 
Company 

1. LAKE ERIE VALUE. • • • • • • • • • • • . • . • . 
2. Less Transportation (Occupation Tax Allowance) 
3. Marketing (Occupation Tax Allowance) .•••. 
4. Marine Insurance (Occupation Tax Allowance). 

5. 

6. 
7. 
8. 
9. 

10. 
11. 
12. 
13. 
14. 
15. 

16. 
17. 
18. 
19. 

GROSS RECEIPTS • . 
Market value at point where beneficiation plant 
processes within state are completed 

Less Costs Allowable under Occupation Tax: 
Benef icia ti on - Labor. • • • • . . • 

Supplies • • • . • 
Plant Depreciation • 
Plant Interest • • • • . 
Miscellaneous. 

Sales and Use Tax. 
Development. • • • 
Mining - Labor • • 

Supplies .•••••• 
Depreciation on Standard Plant 

and Motorized Equipment 
Administrative Expense 
Miscellaneous. 
Royalty. 
Taconite Production Tax (Occupation Tax Allowance) 

I Corporate Income Tax Law 

. . . . . . . . 

. . . . 1--------

• • ..__1 ____ _.;__-II< 

ADDITIONAL DEDUCTIONS ALLOWABLE UNDER CORPORATE INCOME 
TAX, NON-ALLOWABLE UNDER OCCUPATION TAX (All Costs Actual) 

20. Taconite Production Tax (Not allowed on Occupation Tax) •• 
21. 
22. 
23. 
24. 
25. 
26. 
27. 
28. 
29. 
30. 

32. 
33. 
34. 
35. 

36. 
37. 
38. 
39. 
40. 
41. 
42. 
43. 

44. 

Unmined Taconite Tax • 
Ad Valorem Taxes . . • • • 
Royalty Taxes •••••• 
Administrative Expenses. 
Dues • • • • • • • • • • 
Legal and Professional • • 
Interest • • • • • • • • • 
Additional Depreciation. 
Cost Depletion • 
Total Deductions • • • • 

NET VALUE OR NET INCOME. 
Less Contribution Credit •• 

. . . . . 
+----------1 . . . . . . 
+----------1 

Taxable Net Income Before Net Operating Loss Deduction •• _•___,;•-·-·--·-·-·+---------i 
Net Operating Loss Deduction • • • • • 

Taxable Net Income . • • • • • • • • • • • • 
Fill in the Amount from Line 36 or $25,000, Whichever is 
Balance (Subtract Line 37 from Line 36). 
Tax on Line 37 (Multiply Line 37 by 9%) ••••• 
Tax on Line 38 (Multiply Line 38 by 12%) 
Less Pollution Control Credit ••••••••• 
Total Income Tax 
Add Sales Tax. • • • • 

Total Tax for Limitation • 

-71-

Less •• 
. . . . -------1 . . . . 

1---------t . . . . . --------1 . . . . --------1 

. . . . 
1---------t 


























